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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, D.C. 20549 

FORM 10-K 
(Mark one) 

For the fiscal year ended July 31, 2010 

or 
  

For the transition period from                      to                     

Commission file number 0-18225 

CISCO SYSTEMS, INC. 
(Exact name of Registrant as specified in its charter) 

  

Registrant’s telephone number, including area code: (408) 526-4000 

Securities registered pursuant to Section 12(b) of the Act: 
  

Securities registered pursuant to Section 12(g) of the Act: None 

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities 
Act.    �  Yes    �  No 

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the 
Act.    �  Yes    �  No 

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the 
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required 
to file such reports), and (2) has been subject to such filing requirements for the past 90 days.    �  Yes    �  No 

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, 
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this 
chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit and post such 
files).    �  Yes    �  No 

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, 
and will not be contained to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by 
reference in Part III of this Form 10-K or any amendment to this Form 10-K.    �

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or 
a smaller reporting company. See definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company”
in Rule 12b-2 of the Exchange Act. 
  

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange 
Act).    �  Yes    �  No 

Aggregate market value of registrant’s common stock held by non-affiliates of the registrant, based upon the closing 
price of a share of the registrant’s common stock on January 22, 2010 as reported by the NASDAQ Global Select Market on 

���� ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE 
    SECURITIES EXCHANGE ACT OF 1934 

���� TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE 
    SECURITIES EXCHANGE ACT OF 1934 

California 77-0059951
(State or other jurisdiction of

incorporation or organization)
(IRS Employer

Identification No.)

170 West Tasman Drive
San Jose, California 95134-1706

(Address of principal executive offices) (Zip Code)

Title of Each Class: Name of Each Exchange on which Registered

Common Stock, par value $0.001 per share The NASDAQ Stock Market LLC

Large accelerated filer  � Accelerated filer  �
Non-accelerated filer  � (Do not check if a smaller reporting company)        Smaller reporting company  �

Page 1 of 63Form 10-K

6/21/2011http://www.sec.gov/Archives/edgar/data/858877/000119312510213400/d10k.htm



Table of Contents

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
ON FINANCIAL STATEMENT SCHEDULE 

To the Board of Directors and Shareholders of Cisco Systems, Inc.: 

Our audits of the consolidated financial statements and of the effectiveness of internal control over financial reporting 
referred to in our report dated September 20, 2010 appearing in the 2010 Annual Report to Shareholders of Cisco Systems, 
Inc. (which report and consolidated financial statements are incorporated by reference in this Annual Report on Form 10-K) 
also included an audit of the financial statement schedule listed in Item 15(a)(2) of this Form 10-K. In our opinion, this 
financial statement schedule presents fairly, in all material respects, the information set forth therein when read in 
conjunction with the related consolidated financial statements. 

/s/ PRICEWATERHOUSECOOPERS LLP 

San Jose, California 
September 20, 2010 

39 
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Valuation of Employee Stock Options and Employee Stock Purchase Rights  
The assumptions related to and the valuation of employee stock options and employee stock purchase rights are summarized as follows:  
  

The Company estimates the value of employee stock options on the date of grant using a lattice-binomial model and estimates the value of employee 
stock purchase rights on the date of grant using the Black-Scholes model. The lattice-binomial model is more capable of incorporating the features of 
the Company’s employee stock options, such as the vesting provisions and various restrictions including restrictions on transfer and hedging, among 
others, and the options are often exercised prior to their contractual maturity. The use of the lattice-binomial model also requires extensive actual 
employee exercise behavior data for the relative probability estimation purpose, and a number of complex assumptions as presented in the preceding 
table. The probability estimation of the employees’ exercise behavior is assumed to be a function of two variables: an option’s remaining vested life 
and the extent to which the option is in-the-money. Both of these two variables are based on the entire history of exercises and cancellations on all 
past option grants made by the Company.  

The determination of the fair value of employee stock options and employee stock purchase rights on the date of grant is impacted by the 
Company’s stock price as well as assumptions regarding a number of highly complex and subjective variables. The weighted-average assumptions 
were determined as follows:  
  

  
70  Cisco Systems, Inc.  

  EMPLOYEE STOCK OPTIONS     EMPLOYEE STOCK PURCHASE RIGHTS
Years Ended  July 31, 2010 July 25, 2009 July 26, 2008    July 31, 2010 July 25, 2009 July 26, 2008
Number of options granted (in millions)   4  9  151    N/A   N/A   N/A
Weighted-average assumptions:         
Expected volatility   30.5%  36.0%  31.0%    30.9%  36.4%  32.6%
Risk-free interest rate   2.3%  3.0%  4.3%    0.5%  0.6%  2.7%
Expected dividend   0.0%  0.0%  0.0%    0.0%  0.0%  0.0%
Kurtosis   4.1  4.5  4.6    N/A   N/A   N/A
Skewness   0.20  (0.19)  (0.80)    N/A   N/A   N/A
Weighted-average expected life (in years)   5.1  5.9  6.3    1.3  1.1  0.5
Weighted-average estimated grant date fair 

value (per option /per share)  $    6.50 $    6.60 $    9.60   $    6.53 $    5.46 $    6.12

•  For employee stock options, the Company used the implied volatility for two-year traded options on the Company’s stock as the expected volatility 
assumption required in the lattice-binomial model. For employee stock purchase rights, the Company used the implied volatility for traded options 
(with contract terms corresponding to the expected life of the employee stock purchase rights) on the Company’s stock in the Black-Scholes model. 
The selection of the implied volatility approach was based upon the availability of actively traded options on the Company’s stock and the 
Company’s assessment that implied volatility is more representative of future stock price trends than historical volatility.  
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Notes to Consolidated Financial Statements  
  

  

  

The expected life of employee stock options represents the weighted-average period the stock options are expected to remain outstanding and is a 
derived output of the lattice-binomial model. The expected life of employee stock options is impacted by all of the underlying assumptions and 
calibration of the Company’s model. The lattice-binomial model assumes that employees’ exercise behavior is a function of the option’s remaining 
vested life and the extent to which the option is in-the-money. The lattice-binomial model estimates the probability of exercise as a function of these 
two variables based on the entire history of exercises and cancellations on all past option grants made by the Company. The Company measures the 
fair value of restricted stock and restricted stock units as if the awards were vested and issued on the grant date.  

Accuracy of Fair Value Estimates  The Company uses third-party analyses to assist in developing the assumptions used in, as well as calibrating, its 
lattice-binomial and Black-Scholes models. The Company is responsible for determining the assumptions used in estimating the fair value of its share-
based payment awards. The Company’s determination of the fair value of share-based payment awards is affected by assumptions regarding a 
number of highly complex and subjective variables. These variables include, but are not limited to, the Company’s expected stock price volatility over 
the term of the awards and actual and projected employee stock option exercise behaviors. Option-pricing models were developed for use in 
estimating the value of traded options that have no vesting or hedging restrictions and are fully transferable. Because the Company’s employee stock 
options have certain characteristics that are significantly different from traded options, and because changes in the subjective assumptions can 
materially affect the estimated value, in management’s opinion, the existing valuation models may not provide an accurate measure of the fair value or 
be indicative of the fair value that would be observed in a willing buyer/willing seller market for the Company’s employee stock options.  

•  The risk-free interest rate assumption is based upon observed interest rates appropriate for the term of the Company’s employee stock options and 
employee stock purchase rights.  

•  The dividend yield assumption is based on the history and expectation of dividend payouts at the grant date.  
•  The estimated kurtosis and skewness are technical measures of the distribution of stock price returns, which affect expected employee stock option 

exercise behaviors, and are based on the Company’s stock price return history as well as consideration of various academic analyses.  
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